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Foreword 
The year 2001 brought more 
than its fair share of difficult, 
unforeseeable challenges to 
farmers and policy-makers 
in the European Union 
(EU). Bovine spongiform 
encephalopathy (BSE), foot 
and mouth disease (FMD) 
and classical swine fever 
(CSF) created enormous 
problems for producers and 
serious anxieties among con-
sumers. Economic develop-
ments were generally unhelpful and the likely 
impacts of current and potential international trade 
developments on the common agricultural policy 
(CAP) had to be built into assessments of future 
requirements. 
The global economic downturn reduced demand for 
food, and thus EU agricultural exports, even though 
the weakness of the euro against the US doIJar helped 
maintain the competitiveness of EU products. 
Relatively high oil prices led to high costs for energy 
and fertilisers through to the autumn. Unfavourable 
weather conditions affected most Member States 
and notably reduced the cereals' harvest. Some sec-
tors were hit hard; others faired better. 
The most dramatic events occurred in the livestock 
sector. The BSE crisis which erupted late in 2000 
led to a large drop in both internal beef consump-
tion and prices at the start of200l (thougl;ithere was 
a steady recovery during the year). Then a difficult 
situation was made worse early in the year by the out-
break of FMD, primarily in the United Kingdom 
though other Member States were affected. EU meat 
exports were virtually halted and intervention stocks 
rose. CSF also occurred in Spain and Germany. 
Responding to these crises, the EU rallied to the 
support of producers and Member States by making 
significant funds available. 
Serious though they were, the animal health crises 
did not prevent the steady implementation of the 
Agenda 2000 CAP reforms. The intervention price 
for cereals, for example, was reduced by 7 .5 % linked 
to an increase in aids to producers, while beef sup-
port prices were cut by 7 %. At the same time, addi-
tional reforms were agreed in sectors not included 
in the Agenda 2000 package and the process of eval-
uating the impact of the reforms was also begun. In 
June the Council brought in a simplified scheme for 
aid payments to small farmers. If successful this 
should reduce the paper burden for the majority of 
EU farmers. 
In the intel,'national arena, the Doha round of WTO 
talks was launched in November with the adoption 
of a tough timetable for achieving an agricultural 
agreement. The EU played a leading role at Dolia 
and is committed to achieving a balanced deal that 
takes fully into account its priorities for its agricul-
ture and rural areas. There were important devel-
opments in other trade relationships, most notably 
the 'Everything but arms' initiative to assist the least 
developed countries. 
The enlargement talks with candidate countries for 
EU membership moved forward in the agriculture 
sector while the EU and the candidate countries also 
improved interim bilateral trade anangements. These 
have played an important part in helping these coun-
tries prepare their agriculture for eventual EU mem-
bership,t<>:gether with the Sapard pre-accession pro-
gramme which contributes to broader aspects of 
rural development. 
T~ 
Franz Fischler 
Commissioner for Agriculture 
and Rural Development 
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2001 - The year • • review: development~ 
January 
• Franz Fischler, European Commissioner for Agriculture, Rural Development and Fisheries, addresses 
the Grune Woche Agricultural Fair in Berlin about environmentally friendly and animal welfare friendly 
farming and other priorities. 
• EU adjusts its trade and market supply arrangements for bananas. 
February 
• FMD outbreak among livestock in the United Kingdom. 
• EU adopts new system of trade preferences for least developed countries: the so-called 'Everything but 
arms' initiative. 
• Franz Fischler outlines seven-point plan to tackle beef market crisis. 
• Council approves supplementary amending budget for agriculture worth over EUR 700 million, partly 
in response to meat market crisis. 
March 
• Special purchase scheme for buying up beef from cattle over 30 months old agreed. 
• Commission adopts communication on a biodiversity action plan for agriculture. 
April 
• Agriculture Council consensus to extend meat and bonemeal ban in feed into 2002. 
• Informal Agriculture Council in Ostersund, Sweden, debates 'safe, sustainable food chain ' issues. 
May 
• Political agreement in Council to extend sugar regime until 2005/06 marketing year. 
• Open debate on ethics of animal husbandry broadcast live in the Council press room. 
June 
• Goteborg Summit underlines that agricultural policy should contribute to achieving sustainable 
development. 
• Agriculture Council adopts simplified scheme for aid payments to small farmers . 
• Reforms to the olive oil and cotton common market organisations also adopted. 
• Commission makes proposal to introduce a new generalised system of tariff preferences. 
• Commission brings in new guidelines for State aids in agriculture. 
I 
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July 
• Commission publishes Prospects for agricultural markets 2001-08 report. 
• EU offers EUR 2.2 billion worth of concessions on fann imports from Mercosur. 
August 
• Special measures to support the beef and veal market introduced. 
September 
• Informal Agriculture Council in Alden Biezen, Belgium, discusses new technologies, including 
genetically modified organisms. 
• Commission launches public consultation on the future of biotechnology. 
October 
• Council and European Parliament agree new rules on labelling of feed ingredients. 
November 
• Fourth WTO ministerial conference agrees Doha Development Agenda, launching new round of 
agricultural trade negotiations and setting timetable for agreement. 
• WTO also grants waiver (for six years) on EU's preferential tariff treatment for products originating in 
ACP States. 
• Commission publishes reports on progress of candidate countries towards meeting EU membership 
criteria. 
• Commission outlines biofuel strategy. 
December 
• Major conference in Brussels on FMD. 
• Agriculture negotiations now under way with 10 candidate countries in enlargement process . 
• Agriculture Council adopts regulation reforming the sheep and goat regime. 
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The year in the agricultural 
marketplace 
The year 2001 was characterised by five main fac-
tors: a general downturn in the international economic 
situation; high oil prices (although down on the pre-
vious year); a sudden increase in EU food prices in 
the first half of the year; turmoil in the beef sector 
with the continuing BSE crisis; and the outbreak of 
FMD and generally unfavourable weather conditions 
throughout the EU. 
Developments in demand 
EU cereals consumption rose by less than l % on the 
previous year. The year-on-year slump in beef and 
veal consumption continued but a recovery in the sec-
ond half of the year saw the average fall level out at 
5. 7 %. Sheep and goatmeat consumption dropped by 
5.8 % because ofFMD, while consumption of poul-
try and pigmeat benefited from the problems in other 
sectors, increasing per capita by 6.5 % and 2 % respec-
tively. The increase in cheese consumption continued 
but, at 0.5 %, was slower than in previous years. 
Healthy increase in producer prices 
Data available in December 2001 indicate a 5 % 
increase in nominal EU producer prices in 2001 
( + 2.6 % after inflation). This was fuelled by a 5.8 % 
increase in animal products and a 4.1 % increase in 
crop prices (in spite of the cereal price cuts agreed 
under Agenda 2000). The steepest increases were for 
potatoes (+ 27.1 %), pigmeat (+ 20 %), oilseeds 
(+ 15 %), durum wheat(+ 14.7 %), fruit(+ 11.5 %), 
mutton and lamb(+ 10.6 %), milk(+ 7.8 %) and poul-
try ( + 6.4 % ). In contrast, prices for beef and veal fell 
by 11.3 % and 7.7 % respectively, for olive oil by 
4 % and for eggs by 2.1 %. There were also price 
decreases for wine. Average farm input prices in 2001 
were up 4.5 % on the previous year. 
World markets depressed 
International agricultural markets were relatively 
depressed for much of 2001 because of a general 
downturn in the global economy. Wheat prices 
remained high due to reduced production in export-
ing countries, but sinking demand and an unexpected 
appearance of surpluses in countries that are not tra-
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ditional exporters pushed them down below 2000 lev-
els towards the end of the year. Maize prices fell heav-
ily early in the year but recovered somewhat in the 
third quarter. In the meat markets, international prices 
strengthened in the first part of 2001, mainly driven 
by a strong increase in poultry prices. Beef prices 
fell, however, due to new animal disease concerns. 
World prices for most dairy products fell because of 
reduced demand in the main importing nations. 
Mixed EU export performance 
The EU's export performance in 2001 was mixed. 
While the weak euro aided export competitiveness, 
volumes and prices were restrained by the downturn 
in the global economy, crises in the meat sector and 
a low cereals harvest coupled with third country com-
petition in cereals. In the year to October, exports 
rose 2.3 % in value on the same period in 2000. There 
were increases in the value of exports of sugar 
(+ 36 %), fruit(+ 16 %), vegetables(+ 17 %), cheese 
( + 8 % ) and concentrated milk ( + 35 % ). These were 
offset, however, by a fall in cereals exports of 30 % 
in volume and 15 % in value, and a drop in the value 
of exports of skimmed-milk powder (SMP) (- 50 % ), 
beef and veal (- 20 % ), animal feed (- 19 % ), pigmeat 
(- 13 %) and olive oil (- 9.5 %). 
Public stocks rise 
Stock levels increased for products where common 
market organisations (CMOs) allow for public inter-
vention. Cereals stocks rose from 6.6 million tonnes 
at the beginning of2001 to 7.0 million tonnes by the 
end of the year. Wheat stocks were reduced but bar-
ley stocks increased by 500 OOO tonnes to 1.7 mil-
lion tonnes and rye stocks by over 1 million tonnes 
to 4. 7 million tonnes. Butter and SMP stocks remained 
low but beef stocks increased from almost nothing 
to 250 OOO tonnes. 
Focus on cereals 
Cereals production fell to 201 million tonnes in 2001 
(6 % down on the previous year's record crop) as a 
result of bad weather conditions which affected most 
of the EU. The total cultivated area was reduced by 
2.8 % and yields were down by 3 %. Prices remained 
stable throughout the year. In July, the second phase 
of the Agenda 2000 price cuts took effect with a cut 
of 8.1 % in intervention prices. This reduction was 
partially offset by an increase in direct payments ( to 
EUR 63 per tonne from EUR 58. 76 per tonne). 
Oilseeds (rapeseed, sunflower and soya) production 
was largely unchanged on the previous year and sig-
nificantly below the record harvest of 1999. Soya pro-
duction increased ( + 6 % ) due to an increase in the 
cultivated area, while sunflower and rapeseed pro-
duction was marginally down due to slightly lower 
average yields. 
Production of protein crops fell 3 % due to lower 
yields, while linseed production collapsed (- 42.3 % ) 
for the second year in succession, reflecting modifi-
cations to the CMO. 
Beef under the microscope 
Prices for beef in 2001 remained substantially below 
those prevailing for much of the previous year. Carcass 
prices fell further in the second half of the year due 
to a backlog of animals that had been held on fanns 
because of export restrictions prompted by BSE and 
FMD. Overall beef production remained unchanged 
from the previous year. Beef intervention prices were 
reduced by a further 7.1 % as required by the Agenda 
2000 agreement. Market prices were lower for young 
bulls by 18 .5 %, for heifers by 15 % and for cows by 
30 % in 2001 compared with 2000 (before the BSE 
crisis broke). 
The special purchase scheme and other measures 
taken in late 2000 played an important role in sup-
porting the market in 200 l and, together with a recov-
ery in beef consumption, helped to sustain a gradual 
recovery of the beef market in the EU. By early 
December, carcass prices for young bulls and for 
steers had recovered to 86.2 % and 83.6 % of the 
intervention price respectively. More flexibility was 
introduced to various intervention and premium 
schemes throughout the year to ensure the recovery 
was maintained. 
Spotlight on milk 
The milk marlcet remained broadly in balance through-
out 2001. Public stocks for butter and SMP were at 
or near zero. Milk production was little changed from 
the previous year. Cheese production increased by 
4 %, while production of butter declined by 1.8 % 
and SMP by 6.4 %. Despite brief periods ofrecovery, 
butter prices fell throughout the year from 97.5 % 
to 91 % of the intervention price. The same was true 
for SMP, whose price dropped from 131 % to 95 %. 
The average price paid to dairy fanners was up 6.5 % 
in 2001. 
CAP reform: an ongoing process 
Change and reform remained a constant feature of 
the CAP in 2001: various measures were introduced, 
including a simplified scheme for direct payments; the 
Council adopted a regulation reforming the sheep and 
goat regime, the main change being the replacement 
of the deficiency payment by a fixed premium; the 
sugar quota regime was extended until 2005/06 and 
intervention prices fixed; production aids for cotton 
were modified to ensure budget neutrality and intro-
duce eco-conditions; quality criteria were reinforced 
for rice intervention; production aids for olive oil 
were extended until 2003/04 with new eligibility cri-
teria introduced; and trade arrangements were mod-
ified for bananas. 
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Shares of individual products in final agriculture production 
in the European Union (2000) 
Fresh vegetables (including potatoes) and fresh fruits 
(including citrus fruits, gropes, olives ond tropical fruits): 17 .8 % 
Source: Eurostot (Economic Accounts for Agriculture) . 
Milk: 13.8 % 
Beef/veal: 10.0 % 
Pigmeot: 8.7 % 
Cereals (excluding rice): 12.6 % 
Wine and grope must: 5.5 % 
Poultry: 4.1 % 
Sugorbeet: 1.7 % 
Eggs: l.8 % 
Sheepmeot and gootmeot: 2.2 % 
Oilseeds: 1. 9 % 
Olive oil: l.8 % 
Others: 17.8 % 
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Individual Member States' shares 
in final agricultural production in the European Union (2000) 
Sweden: 1.8 % 
Denmark: 3.0 % 
Netherlands: 7.0 % ----------------, 
Finland: 1.3 % 
Germany: 15.9 % 
Belgium: 2.5 % 
Luxembourg: 0.1 % 
Fronce: 22.7 % 
Austria: 1.8 % 
Portugal: 2.0 % 
Greece: 3. 9 % 
Spain: 12.1 % Italy: 14.9 % 
Source: Eurostot, EAA !Economic Accounts for Agriculture) . 
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Preserving quality products 
and protecting consumers 
At the heart of the challenge facing the CAP in the 
coming years is the need to convince farmers that 
their key priority must be to improve the quality and 
marketing of their products. 
The growing interest of consumers in food quality is 
Several measures have now been put in place to help 
farmers achieve this objective. These include initia-
tives to protect the brand reputation of specific high 
quality products, to assist the growing organic farm-
ing sector, and to promote EU produce outside the 
Union. 
Protected designation of origin 
(POO)/Protected geographical 
indication (PGl)/Traditional 
special guarantee (TSG) 
The EU recognises that products named and labelled 
by reference to a geographical origin and/or produced 
by traditional methods can generate higher levels of 
consumer confidence. 
Consequently, two regulations (') were adopted as 
part of the 1992 CAP reform package establishing 
systems to enhance the value and protection of spe-
cific food products. The specificity of such products 
may be dependent on their geographical origins (PDOs 
and PGis) or on traditional methods of production 
(TSGs). The protection is justified by the fact that a 
product with a good reputation may suffer from mis-
use and imitation of its name. 
The EU has initiated a debate at global level over 
how to harmonise approaches to the issue of 
PDOs/PGis in forums such as the WTO (where the 
TRIPS Agreement on trade-related aspects of intel-
lectual property rights covers such concepts). 
reflected in the number of new product registrations 
as PDOs and PGis in 2001 . 
List of PDOs, PGls and TSGs 
registered in 2001 
Member State Product Name 
Belgium Pate Gaumais (meat-based produm) PGI 
Spain Lac6n Gallego (meat-based produm) PGI 
Azafran de La Mancha (saffron) PDO 
Pimenton d. Murcia (pimento) PDO 
Aceffe de/ Baio Alogon (olive oil) PDO 
Sierra d. Cazorla (olive 011) PDO 
Alcachofa de Tudela (fruits, vegetables) PGI 
Baff/lo de/ Bieno (meat-based pradum) PGI 
Alroz d. Valencia a Alros d. Valencia (rice) PDO 
Manzano Reineta de/ Bierzo (fruits) PDO 
Salchichon de 'f,c-Uonganissa de Vic 
(meat-based produm) PGI 
France Bleu du Vercors-Sassenage (cheese) PDO 
Taureou de Camargue (meat) PDO 
Jambon sec et noix de jambon sec des Aldennes 
(meat-based pradum) PGI 
Boudin blanc de Reihe/ (meat-based products) PGI 
Huile d'o/ive d'Aix en Provence (oil) PDO 
Hude d'o/ive de Haute Provence (olive oil) PDO 
Pelardon (cheese) PDO 
Ito~ Val di Mazara (oil) PDO 
Agnello di Sardegna (meat) PGI 
Bergamoffo di Reggio Calabria - olio essanziale 
(essential oils) PDO 
Limone Costa d'Amalfi (fruits) PGI 
Veneto Va/police/la, Veneto Euganei e Berid, 
Veneto de/ Grappo (oi1s) PGI 
Coppia ferrarese (pastry) PGI 
Sweden Falukorv (meat-based erodum) TSG 
(') Council Regulation (EC) No 2081 / 92 of 14 July 1992 on the protection of geogrophicol indications ond designations of 
origin for agricultural products and foodstuffs (OJ L 208, 24.7. 1992). 
Council Regulation (EC) No 2082/ 92 of 14 July 1992 on certificates of specific character for agricultural products and 
foodstuffs (OJ L 208, 24.7. 1992). 
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Organic farming 
During 2001 the Conunission updated its regulatory 
framework for organic farming several tin1es to cover 
fertilisers and soil conditioners, third country imports 
and inspection procedures. The Commission is also 
trying to make the rules on organic livestock rearing 
clearer by establishing, for example, rules on feeding 
stuffs, ingredients and processing aids. 
Promotion of agricultural products 
Under the new framework for supporting promotional 
actions for agricultural products (2), the Commission 
approved in December 200 I 18 programmes sub-
mitted by professional organisations in the Member 
States. These aim principally at boosting sales of 
dairy products, fresh and processed fruit and vegeta-
bles, wine and pigmeat in markets such as the Far 
East, the United States, Brazil and east European 
countries. The EU will support these promotional 
activities to the sum of EUR 19. 5 million over three 
years, with Member States and the food industry also 
contributing in a joint effort. 
The Commission approved specific measures (3) to 
help restore the EU beef market, badly damaged by 
the BSE crisis, via consumer information campaigns. 
The EU contributed EUR 8.3 million towards 
13 industry-Jed programmes aimed at communicat-
ing information about the nutritional value of beef, 
traceability issues and labelling. 
(' ) Council Regulation {EC) No 2702/ 99 of 14 December 1999 on measures lo provide information on, and to promote, 
agricultural producfs in third countries (OJ L 327, 21 . 12. 1999). 
(' ) Commission Regulation (EC) 1358/ 2001 of 4 July 2001 on specific communication meosures in the beef and veal sector 
(OJ L 182, 5.7.2001). 
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Rural development in 2001 
Overall about 80 % of the EU's land area is rural and 
agriculture is still a major element in rural economies. 
Nevertheless, it is now recognised that maintaining 
and improving the economic and social health of rural 
areas requires other sources of wealth. Rural devel-
opment plans that were part of the Agenda 2000 CAP 
reforms came into operation during 2001 . Intended to 
help revitalise rural economies, a total of70 seven-
year plans are co-financed by the EU budget and 
Member States. Most of these were submitted during 
2000, but the last batch was adopted by the 
Commission in 2001, including programmes sub-
mitted under the Leader+ Community initiative. 
Some plans are purely national in scope (for exam-
ple, in Denmark, France and Greece), while others 
are regional ( for example, in Belgium, Germany and 
Spain), reflecting the political and constitutional 
arrangements in different Member States, as well as 
the pattern of their rural economies. 
Member States have been able to select from a 
'menu ' of eligible measures aimed at assisting the 
development of non-farming as well as farming 
activities throughout the EU. Member States are 
obliged to include agri-environmental schemes in 
their plans. 
Rural development measures 
• Promoting the adaptation and development of 
rural areas 
• Agri-environment schemes 
• Improving the processing and marketing of agri-
cultural products 
• Assistance to less favoured areas (LFAs) and 
areas under environmental restrictions 
• Early retirement schemes 
• Assistance to young farmers to set up in business 
• Investment in agricultural holdings 
• Forestry actions 
• Training programmes 
EAGGF /Guarantee section: support for rural development, 2000-06 
Financial allocation to Member States (1): indicative amounts 
(million EUR, 1999 prices) 
UK:1 54/ 3.5% I 
SE: 149/3.4% ~ I 
FI: 290 / 6.7 % --
AT: 423 / 9.7 % --
NL: 55 / l .3 % ~ 
LU:1 2/ 0.3% --
IT: 595 I 13.7 % ---
IE: 315/7.3% ------
~--- BE: 50 I 1.2 % 
~---DK: 46/1.1 % 
Annual average / percentage 
----DE:700/16.l % 
---EL: 131 /3.0% 
--- ES: 459 / 10.6 % 
(') When colculoting the annual allocation to Member States for the period 2000-06, the percentages indicated above should be 
applied to the ceilings in the annual financial perspectives fixed in Section 23 o f the Conclusions of the European Council 
Presidency in Berlin . 
Source: European Commission, Directorate-General for Agriculture. 
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Among the wide range of measures for which Member 
States have been seeking support are installation aids 
for young farmers , investment aids for treatment of 
wastes and by-products and for switching to organic 
production systems, protection ofrare animal breeds 
and aids to small farmers to improve animal welfare. 
These encouraging signs of innovative schemes to 
assist rural areas should not hide the fact that in some 
Member States rural development plans have not been 
thoroughly updated. As a result, assistance is some-
times limited to old instruments such as LF A com-
pensatory payments and early retirement schemes. 
Newer actions such as agri-environment schemes 
have occasionally been slow to develop. 
The Leader+ initiative, which builds on the earlier 
Leader concept, is being offered in all Member States. 
Leader+ is a means by which local initiatives to solve 
local problems in rural areas can be encouraged by the 
EU and Member States. Particular target groups are 
women and young people. In one Member State, for 
example, the emphasis is on strengthening interac-
tion between rural and urban areas and encouraging 
migration to the countryside. Promoting the use of 
new technology is another popular theme. 
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Leader+ objectives 
• Quality projects 
• Sustainable impacts 
• Strategies developed around a unifying theme, 
that complement the mainstream and are trans-
ferable 
• Actions that encourage job creation 
Leader+ priorities 
• Rural development strategies (area-based, inte-
grated, pilot, transferable and complementary) 
• lnterterritorial and transnational cooperation 
• Networking 
Leader+ beneficiaries 
• Public and private partnerships 
• Socioeconomic partners and associations (at 
least 50 % of the composition of the partnership} 
While the Agenda 2000 reforms have made it possi-
ble for all areas of the EU to benefit from rural devel-
opment measures, some earlier schemes targeted at 
designated regions are still funded by the EAGGF 
Guidance Fund, notably in Objective 1 regions. The 
Member States concerned still attach great importance 
to assisting some of the least developed rural areas via 
these funds. For example, they helped certain regions 
ofltaly recover from the effects of earthquakes in 1997. 
Protecting the environment 
and forests 
A European Commission priority in 2001 was to 
advance its work on establishing environmental indi-
cators. These are essential for the realisation of the 
European Council's decision (made in Cardiff in June 
1998 and reiterated subsequently) that environmen-
tal concerns should be further integrated in agricul-
tural policy. 
In February 2001 the Commission presented a work-
ing document, 'A framework for indicators for the 
economic and social dimensions of sustainable agri-
culture and rural development' (') . This was followed, 
on 20 March 2001 , by the adoption of a Commission 
communication on 'Statistical information needed 
for indicators to monitor the integration of environ-
mental concerns into the common agricultural pol-
icy' (5). These and other studies undertaken for the 
Commission are aimed at thoroughly analysing and 
measuring the impact of agricultural activity on the 
environment and biodiversity. 
The Commission has drawn some key conclusions 
from the operation of agri-environment schemes, 
allowing it to draft a 'Biodiversity action plan for 
agriculture' (6). This sets targets and a calendar for the 
(' ) SEC{2001 J 266. 
(' ) COM/2001 J 144. 
(' ) COM/2001) 162 final, Volume Ill. 
(' ) ISSN 1020-587X. 
achievement of priority tasks. Environmental indi-
cators will be used to evaluate developments in conser-
vation and the sustainable use of genetic resources. 
During the first half of 2001 , the Commission worked 
intensively to put in place the agricultural elements 
of the European climate change programme. 
National plans to protect and conserve the EU's forests 
(for example from fire) are closely linked to the rural 
development support measures part-funded by the 
EAGGF Guarantee Fund. The Commission ensured 
during 2001 that Member States were keeping these 
plans up to date. In addition, Member States and the 
Commission introduced an information system to 
monitor the vulnerability of the EU's forests to fire 
hazards with a database of over 500 OOO forest fire inci-
dents. 
The Commission monitors the health of the EU's 
forests in order to assess the impact of atmospheric 
pollution on forest ecosystems. The results of this 
and other monitoring schemes are presented in the 
report The state of Europe 's forests, published jointly 
by the Commission and the United Nations (') . 
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Financing the CAP 
The agricultural budget (EAGGF Guarantee) for the 
period 2000-06 was agreed by the European Council 
in Berlin in 1999. This fixes the maximum expendi-
ture from the EU budget over those seven years. 
The 2001 agricultural budget was set atEUR43.3 bil-
lion, 47 % of the total EU budget. 
More attention than ever is being paid to control-
ling expenditure, to ensuring that EU funds are spent 
effectively and to protecting against fraud . The 
Commission has responsibility for ensuring that 
Member States (who make the actual payments to 
beneficiaries) have proper financial management 
systems in place. In 2001 a review of internal audit 
2()()()-()6 expenditure {in million EUR, 1999 prices) (8) 
2000 
Total future CAP 40 920 
Morken(') (suh-<eiling lo, or 'Pillar 1') 36 620 
Rural development (") (sub-ceii~ 1 b, or 'Pillar 2') 4 300 
Overall spending is split between market-related 
measures, known as 'Pillar 1 ', and rural development 
spending, 'Pillar 2'. Rural areas and farming also 
benefit from spending under the Guidance Section of 
the EAGGF, via rural development measures in 
Objective 1 regions and the Leader+ initiative aid-
ing rural development. 
The BSE crisis that broke in November 2000 caused 
problems on the EU beef market in 2001 as well as 
triggering higher veterinary costs than budgeted. 
While the 200 l budget had anticipated some of the 
BSE-related costs, additional credits were still thought 
necessary. 1n February 2001 , the Council approved 
a supplementary amending budget worth over EUR 
700 million, mainly to cover these possible costs. 
Agricultural expenditure in 200 l eventually came 
well within the budget, thanks to favourable market 
conditions for arable crops, fruit and vegetables, and 
milk and milk products. Expenditure in the beef sec-
tor was also less than anticipated, partly due to lower 
export refund costs following the closure of some 
overseas markets . 
2001 2002 2003 2004 200S 2006 Total 
42800 43900 43 770 42 760 41930 41660 297 740 
38 480 39 570 39 430 38 410 37 570 37 290 267 370 
4 320 4 330 4 340 4350 4 360 4 370 30 370 
systems was undertaken and 184 control miss ions 
were carried out in Member States. The Commission 
can recover money from Member States if it estab-
lishes that that there was inadequate control. In 2001 
EUR 542.8 million were recovered. 
Pillar 1 and Pillar 2 explained 
Pillar 1 expend iture covers, inter a/ia: 
• spending on market-related measures (for exam-
ple, d irect a ids to farmers, publ ic intervention, 
export refunds) ; 
• measures to promote product quality . 
Pillar 2 helps to finance: 
• rural development measures; 
• agri-environment and early reti rement schemes, 
afforestation of agricultural land and compen-
satory allowances in the less-favoured areas of 
the EU. 
Pillar 1 measures are 100 % financed from the EU 
budget while other measures have an element of 
co-financing by Member States. The rate of co-
financing varies depending on the measures and 
regions in question. 
(' ) To calculate the amounts in actual prices, a 2 % deflator should be used. 
(' ) Including veterinary and phytosanitary measures but excluding accompanying measures. 
( ' 0 ) Including accompanying measures. 
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Breakdown of agricultural expenditure in 2000 
(EAGGF Guarantee - Pillars 1 & 2) (in million EUR) 
1 % Other measures, e.g. food pragammmes, veterinary 
measures, promotion, spending in overseas departments: 517.0 
11 % Rural development: 4 281.7 14 % Export refunds: 5 646.2 
9 % Other common market 
organisation measures: 3 539 .8 
Source: European Commission, Directorate-General for Agriculture 
63 % Direct aids: 25 529.2 
2 % Private and public storage: 951.2 
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Preparing for enlargement 
of the European Union 
During 2001, progress was made in negotiations with 
the candidate countries as well as in developing bilat-
eral trade relations and implementing the Sapard pre-
accession rural development programme. 
What are the different stages 
in the accession process? 
l . Screen ing . 
2 . Candidate country sends negotiation position. 
3 . Commiss ion adopts common position for the 
negotiation and forwards to Council. 
4 . Member States adopt the common position by 
unanimity. 
5 . Commission and candidate country hold nego-
tiating sessions. 
6 . Agreement is followed by drafting of the acces-
sion treaty. 
7 . Draft treaty sent to Council for approval and to 
European Parl iament for assent. 
8 . Current EU Member States and candidate coun-
try ratify treaty. 
9 . Treaty enters into force, candidate joins EU . 
Source: Adaptation al Enlargement DG brochure. 
Negotiations 
Cyprus, the Czech Republic, Estonia, Hungary, Latvia, 
Lithuania, Poland, Slovakia and Slovenia had all sub-
mitted their negotiating positions on agriculture by the 
beginning of2001 . Negotiations on agriculture began 
with these nine countries, plus Malta, before the end 
of the year. Negotiations with Bulgaria, Romania and 
Turkey remained unopened. 
In November 2001, the Commission published for 
each of the 13 candidate countries its regular annual 
report assessing the progress of each candidate coun-
try in the light of the accession criteria. The report 
reviews legislation that has actually been adopted by 
the candidates (not draft legislation) and measures 
which have actually been implemented. As in previ-
ous years, one chapter in each regular report was 
devoted to agriculture. 
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Bilateral trade relations 
with the central and east European 
candidate countries (CEECs) 
Negotiations continued on modifications to agree-
ments in the field ofagricultural trade. The main fea-
tures of the agreements are set out below. 
• List I: An immediate and full liberalisation of trade 
has been agreed for unlimited quantities of least-
sensitive products (CEEC products currently fac-
ing EU import duty ofless than 10 % and products 
imported from the EU and not cultivated in the 
CEECs). The list covers more than 400 products 
and includes, in particular, citrus fruits, olive oil 
and horsemeat. 
• List 2: The so-called 'double zero' approach provides 
for the reciprocal elimination of export refunds and 
the elimination of import tariffs within the frame-
work of tariff quotas. The initial level of the tariff 
quota has been set, as far as possible, at the level cor-
responding to the current trade pattern (based on 
the average of the past three years). A substantial 
yearly increase of the tariff quotas has been agreed 
bilaterally, taking into account the sensitivity of the 
products and the potential trade development. 
• List 3: This involves a limited exchange of ad hoe 
concessions decided on the basis of specific requests 
made and agreed on a case-by-case basis. The list 
also aims at balancing the overall agreement. 
New progressive trade liberalisation agreements have 
been concluded and implemented with the I O CEECs. 
Trade in agricultural products between the two regions 
amounted to EUR 9.5 billion in 2000, or 8 % of total 
external EU agricultural trade. 
Sapard 
The Sapard programme is used mainly to prepare the 
agricultural sector and rural areas in candidate coun-
tries for EU membership. It aims to contribute to the 
in1plementation of EU legislation and to help candi-
date countries solve specific problems related to the 
EU/CEEC trade flows, 
2000 figures (1) (in million EUR) 
Produds lm~orts Ex~orts 
Live animals 277 60 
Meo! and edible meat offal 537 321 
Dairy produce; eggs; natural honer 198 156 
Other products of animal origin 96 84 
Live plants and floricultural e!oducts 47 199 
Edible vegetables, plants, roots and tubers 280 269 
Edible fruit and nuts; peel of citrus fruit or melons 391 609 
Coffee, tea, mate and spites 19 140 
Cereals 110 245 
Products of the milling induslry; malt; storches 7 73 
O~seeds and oleaginous fruits 346 116 
Lac, gums, resins, other vegetable saps and extracts 3 35 
Vegetable plaiting materials, other products 
of vegetable origin 15 
Animal or vegetable fats and oik 25 280 
Meat preparations 125 30 
Sugars and sugar confectionery 79 159 
Cocoo and cocoa preparations 83 221 
Preparations of cereals, flour or starch 37 249 
Preparations of vegetobles, fruit or nuts 316 186 
Miscellaneous edible preparations 29 463 
Beverages, spirits and vinegar 271 338 
Residues and waste from the food industries 208 566 
Tobacco and manufactured tobacco substiMes 24 300 
Other agricultural products included 
in the Uruguay Round 227 618 
Total - Agricultural ~roduds 3751 S721 
Sources: European Commission : Eurostat and Directorate-
General for Agriculture. 
Tota ls may vary due to rounding. 
(') Bulgaria, Czech Republic, Estonia, Hungary, Latvia, 
Lithuania, Poland, Romania, Slovakia and Slovenia. 
sustainable development of the agricultural sector 
and rural areas. It will also help administrations gain 
practical experience in the management of structural 
policies. Sapard assistance forms part of a wide-rang-
ing package ofEU programmes for the pre-accession 
period. The others are Phare (investments related to 
institution-building and economic and social devel-
opment) and the !SPA programme (pre-accession 
support for transport and environment infrastructure 
projects). 
Bilateral financing agreements have been negotiated 
with the candidate countries in order to establish a 
legal framework for the implementation of Sapard. A 
multiannual financing agreement sets out the rules 
covering all aspects relevant to the proper use, control 
and accountability ofSapard funds for the life of the 
programme from 2000-06. An annual financing agree-
ment sets out the financial commitment of the EU for 
each candidate country eligible for assistance under 
Sapard and has to be drawn up and concluded for 
each year of the programme. Between December 2000 
and March 200 l all 10 candidate countries signed 
both agreements, with the Commission acting on 
behalfofthe EU. 
An important part of the implementation of the Sapard 
programme concerns the setting up of an effective and 
transparent monitoring system, including a moni-
toring committee similar to that in Member States 
for Structural Funds . In February 200 l , the 
Commission held a seminar on monitoring with the 
participation of the l O candidate countries. It exam-
ined in detail issues concerning the monitoring 
arrangements, requirements and procedures, and 
included presentations on the responsibilities and 
functions of the managing authority and the moni-
toring committee as well as on the use of monitor-
ing indicators. Monitoring committees have been 
established in all the countries. During their first 
meetings they discussed and approved key items 
such as the internal rules of procedure, the monitor-
ing indicators and an opinion on the selection crite-
ria for the Sapard measures. 
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EU agriculture and the world 
The EU is the world's leading importer of agricultural 
products and the second largest exporter after the 
United States, with an in1port and export trade exceed-
ing EUR 100 billion per year, or close to 7 % of total 
trade flows. Continued development of export mar-
kets is important for maintaining the growth of the EU 
agriculture sector. 
Major activities in 2001 focused on disputes in the 
World Trade Organisation (WTO), WTO agricultural 
trade talks, EU participation in other international 
forums, and on bilateral trade deals. 
WTO consultations 
and dispute settlements 
The EU was involved in discussions concerning dis-
pute settlements in agriculture with the United States, 
Canada and China. 
Towards a new round 
of trade negotiations 
On 14 November 2001 in Doha (Qatar) the 
142 members of the WTO concluded the fourth 
WTO ministerial conference. The far-reaching result 
of the meeting was a decision to launch a new nego-
tiating round - the Doha Development Agenda -
with the aims of further trade liberalisation and new 
rule-making, underpinned by commitments to give 
more help to developing countries to develop their 
capacities to negotiate and implement global trade 
agreements. 
The Doha outcome on agriculture was highly suc-
cessful and fully compatible with the mandate adopted 
by the EU Council in l 999 and the negotiating pro-
posal subsequently adopted in December 2000. The 
wording agreed at Doha makes it clear that the com-
mitment to negotiate on market access, domestic sup-
port and on all forms of export subsidies is without 
prejudice to the final result. 
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The EU position that non-trade concerns must be part 
of the negotiations is reflected in the Doha declara-
tion, and in particular there is explicit recognition of 
the need to examine the proposals in this area sub-
mitted by WTO members. The EU has submitted pro-r, 
posals covering environmental protection, rural devel-
opment, food safety and animal welfare. 
Organisation for Economic 
Cooperation and Development (OECD) 
EU Member States account for half of the OECD 
membership and are the major contributors to the 
organisation's budget. The Commission participates 
actively in the OECD's work on agriculture in the 
Committee for Agriculture (COAG), its working par-
ties and in the joint working parties with the 
Committees on Trade and Environment. 
In the second part of a two-year work programme, 
the COAG deepened its analysis of trade liberali-
sation in 2001 through modelling scenario studies 
for improving market access, simulating changes in 
the tariff quota system and simulating the impact of 
trade liberalisation on the food security of develop-
ing countries. It also dealt with non-tariff barriers, 
sanitary and phytosanitary measures, and with an 
analytical framework for the role of State trading 
enterprises in liberalising world trade. Highlights 
in the area of non-trade concerns were a first work-
shop on empirical studies regarding multifunction-
ality and a proposal for a work programme on food 
safety. 
Generalised system 
of preferences (GSP) 
The aim of the GSP is to foster the integration of 
developing countries into the world economy and the 
multilateral trading system. The GSP focuses on the 
needs of the poorest beneficiary countries through 
the so-called 'Everything but anns' initiative. 
In 2001 the EU adopted a new generalised system of 
preferences (11 ), due to enter into force on 1 Janu-
ary 2002. It modifies significantly the previous 
schemes by improving non-reciprocal trade prefer-
ences and providing strong incentives for compliance 
with core labour standards. 
United Nations Food 
and Agriculture Organisation (FAO) 
As a member ofFAO, the EU presented its agricul-
tural policy and its approach to food security in a 
variety of the organisation's bodies, in particular in 
the meetings of the Committee on Agriculture, the 
Committee on World Food Security, the Committee 
on Commodity Problems and the Committee on 
Forestry. It also participated in technical consulta-
tions on the revision of the International Plant 
Protection Convention (IPPC), which is aimed, inter 
alia, at bringing the Convention into line with the 
Agreement on the Application of Sanitary and 
Phytosanitary Measures of the Final Act of the 
Uruguay Round. 
International product agreements 
In 2001, agreement was reached to extend interna-
tional agreements in the cereals and sugar sectors. 
Bilateral and regional trade relations 
EU/United States: Negotiations on a comprehensive 
EU/US wine agreement were continued with the aim 
of facilitating trade in wines while improving pro-
tection for European and American names used in 
winemaking, and assuring oenological standards used 
by winemakers. 
The United States continued to apply 100 % ad valorem 
tariffs on USD 116.8 million ofEU exports pursuant 
to the WTO arbitrator's ruling of the level ofimpair-
ment in the hormones case. The retaliation list cov-
ered diverse products, focusing on pigmeat, fruit juice, 
cheese, and fruit and vegetables. Talks aimed at agree-
ing an equivalent level of compensation to bring an 
end to the retaliation were intensively pursued 
in 2001. 
Agreement was reached in the bananas dispute with 
the United States, leading to an end of the USD 191 
million worth of sanctions applied to EU produce. 
EU/Canada: Discussions continued in the first half 
of the year with the aim of an agreement on trade 
in wine and spirits. In August, the Council agreed 
a mandate for the negotiations, focused on protec-
tion of the use of European names, quality stan-
dards for wines and spirits on the internal market and 
the operation of Canadian Provincial alcohol 
monopolies. 
Canada continued to apply 100 % ad valorem tariffs 
on CAD 11.3 million of EU exports pursuant to the 
WTO arbitrator's ruling on the level of impairment 
in the hormones case, concentrated on pigmeat and 
fruit and vegetables. 
EU/Mercosur: In July 1998 the Commission adopted 
draft proposals for negotiating an association agree-
ment with the South American trade grouping. The 
draft was approved by the Council on 13 Septem-
ber 1999. Negotiations on the details of the agree-
ment continued in 2001. 
EU/Chile: The EU's negotiating mandate for Chile 
foresees a comprehensive trade agreement covering 
not only trade in goods but also services, government 
procurement, investment, intellectual property rights, 
competition, and dispute settlement. Also subject to 
negotiations are a wine and spirits agreement and a 
sanitary and phytosanitary agreement. Seven rounds 
of negotiations have taken place to date. In July 2001, 
both parties exchanged tariff offers. 
( 11 ) Council Regulation (EC} No 2501/2001 of 10 December 2001 applying a scheme of generalised tariff preferences For the 
period from 1 January 2002 to 31 December 2004 {OJ L 346, 31.12.2001}. 
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EU/South Africa: Difficult negotiations were 
continued in 2001 on the conclusion of a wine and 
spirits agreements. 
EU/South Korea and Japan: Negotiations continued 
to focus mainly on questions of deregulation, resolv-
ing in particular phytosanitary, animal health and 
other SPS issues in order to allow trade in various 
kinds of products. 
EU/Mediterranean States: New association agree-
ments are being negotiated under the Euro-
Mediterranean Partnership established with the EU's 
Mediterranean partners at the Barcelona Conference 
in 1995. Discussions with Algeria, Lebanon and Syria 
continued in 2001. 
EU/Balkan States : Stabilisation and association 
agreements (SAAs) with the Former Yugoslav 
Republic of Macedonia (FYROM) and Croatia were 
signed on 9 April and 29 October 2001 respectively. 
In agriculture, reciprocal trade concessions were 
agreed with the exception of wine. Following its 
recommendation ofJune 2001 to proceed with SAA 
negotiations with Albania, the Commission trans-
mitted to the Council, in early December 2001, a 
draft negotiating mandate for the conduct of these 
negotiations. 
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EU trade flows, 2000 figures 
(in million EUR) 
Products lm~rts Ex~rts 
Live animals 873 973 
Meat and edible meat offal 2 987 3 961 
Dairy produce; eggs; natural honey 1136 5 069 
Other products of animal origin 884 414 
Live plants and lloriculturol products 1168 1 376 
Edible vegetables, plants, roots and tubers 2 696 1 298 
Edible fruit and nuts; peel of citrus fruit or melons 8 095 1 710 
Coffee, tea, mote and spices 5 278 811 
Cereals 1 645 3 042 
Products of the milling industry; malt; starches 76 1 571 
Oilseeds and oleaginous fruits 5 525 943 
Loe, gums, resins, other vegetable sops and extracts 467 456 
Vegetable plaiting materials, other products 
of vegetable origin 137 18 
Animal or vegetable lots and oils 2360 2 687 
Meo! preparations 670 565 
Sugars and sugar confectionery 1 395 2 375 
Cocoa and cocoa preparations 1 899 1 607 
Preparations of cereals, flour or starch 556 3 219 
Preparations of vegetables, fruit or nuts 3 276 2103 
Mistelloneous edible preparations 1156 3180 
Beverages, spirits and vinegar 3101 11 993 
Residues and waste from the food industries 5 032 1750 
Tobacco and manufactured tobacco substitutes 2 549 2 709 
Other agricultural products induded 
in the Uruguay Round 5 382 4 364 
Total - A9rkultural eroducts S8 344 S8194 
Sources: European Commission: Euroslal and Directorate-
General for Agriculture. 
Conclusions and outlook 
The year 200 l can be considered a transitional period 
of consolidation between the major CAP reforms 
agreed and implefflented in 1999 and 2000 and the 
review of their impact and of future· needs due in 
2002. However, the special circumsta11ces resulting 
from the animal disease and weather problems that 
beset the EU ensured that agriculture was never far 
from the headlines. And the CAP was thoroughly 
tested in many ways. 
Looking forward to 2002 it is QI~~ that the questions 
raised about the CAP, for ex.ample in the public's 
mind by the FMD crisis, needed to be analysed. The• 
Agenda 2000 deal agreed in 1999 established the 
CAP's objectives, instruments and finances for a 
seven-year period, and also requested a review of sev-
eral of the reforms midwa:y through the period. Work 
on a 'mid-term review' (MTR) of the Agenda 2000 
reforms will, therefore, begin in earnest in.2002. 
The CAP's objectives are to encourage a competi-
tive farming sector that respects the environment, 
provides consumers with safe, high-quality food 
products and guarantees farmers a fair income and 
a reasonable level of prosperity in rural areas. 
Achieving these aims will be a complex task. The 
MTR will assess how far the Agenda 2000 reforms 
go in that direction and, therefore, whether further 
impetus is necessary. 
The cost to the taxpayer of the CAP will be among 
the many factors to be considered. Giving value for 
money will be crucial for all concerned in the future 
of the CAP. A growing proportion of the budget is 
being devoted to rural development and also non-
food uses of agricultural products, demonstrating 
how far the CAP has .t1.lready changed. How much 
further the CAP goes in that direction is one of the 
many issues for debate. 
The aims and instruments of the CAP are important 
for the EU's trade relations. This will have to be 
kept in mind in forthcoming bilateral and multilat-
eral trade negotiations. 
The con:unitments made in the WTO Doha declara-
tion ofNovember 2001 included a tight timetable for 
the agricultural negotiations. WTO members should 
agree on a 'modalities' paper outlining an agricul-
tural deal by the end of March 2003. This means 
that substantial progress in identifying where an 
acceptable compromise lies should be made during 
2002. The EU will have to make a big effort to gar-
ner support for its overall approach and for the mul-
tifunctionality of agriQulture concept 
However, the EU is determined that an agricultural 
agreement in the WTO should not undermine the 
development of the CAP as set out in Agenda 2000. 
At the same time the EU is committed to assisting 
less-developed countries through improved trade 
arrangements. That commitment wiU be demon-
strated through the continued development of bilat-
eral trading arrangements with various countries 
and trading groups. 
There are other important deadlines for the CAP in 
2002, not least the probable ,elimax of the enlarge-
ment negotiations. The agriculture chapters of the 
negotiation look likely to be among the last to be 
agreed. But a sustained effort will be required if full 
a:n.d final agreement on all aspects is to be reached 
with the 10 candidate countries by the end of the 
year. Before their accession, the EU will reinforce 
its measures to prepare candidate countries for mem-
bership, and their agricultural industries for the chal-
lenges ahead. This can be achieved, inter alia, by 
financial assistance through Sapard and preferen-
tial trade arrangements. 
It is hoped that negotiations on the agriculture chap-
ters can also be opened for Bulgaria and Romania, 
and for Turkey once the political criteria have been 
met sufficiently. 
While public attention may be focused on enlarge-
ment, the EU will continue t9 address the ever-pres-
ent questions of how to improve product quality, 
traceability and labelling,· promote animal health 
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and welfare and show that agriculture can make a 
positive contribution to rural life and the environ-
ment. 
In all of these activities it is important that the EU 
is able to explain and justify its policies. There is a 
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need for more intensive infomrntion activities to 
help both the farming and non-farming communities 
to understand why changes are needed, over what 
timescale and how they will help create a more sus-
tainable agriculture and prosperous rural society in 
the future . 
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